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Abstract 
The complexity of the European integration process consists of three implicative dimensions: the nominal dimension, the real 
dimension and the institutional dimension. Referring to the last one (the institutional dimension), the present paper aims to 
analyse the degree of ”convergence” functioning of the National Banks from the Euro Area candidates countries, as to identify 
some similarities and differences between these institutions. The research methodology consists of displaying some 
characteristics of the central banks engaged in the process of European monetary integration, taking into account aspects 
concerning both the attributes of their governance, and their position related to the financial stability objective, an increasingly 
important parameter to consider after the global financial crisis outbreak (GFC2007). A foothold for the paper is the economic 
literature which has been formulated some specific criteria for evaluating the elements considered. On the other hand, the 
institutional convergence does not guarantee the success of the economic integration of the candidate country to the Euro Area, 
but it could be an important benchmark for making comparison between countries which have been preparing to adopt Euro. 
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1. Introduction 
The process of economic convergence is not an automatic, permanent and irreversible effect of the process of 
integration. Under specific conditions of the process of integration, a “convergence” may occur between the levels 
of the macroeconomic indicators of the different parties undergoing integration, but there may also exist a trend of 
divergence between them, when the initial conditions change. These remarks are validated by the practice of the 
European economic integration.  
Unlike the economic convergence, the institutional convergence, at least from the perspective of the central 
banks, is an almost mechanic process, since the European integration is, first of all, a political action. Thus, before 
joining the European institutions, the national institutions must configure juridically, politically and economically 
their domestic structures of organisation and management, as well as their specific operational functions (art. 131, 
Treaty on the Functioning of the European Union). Thus, for the central banks from the countries candidate to the 
European Union (EU), there is a standard pattern of organisation of the central bank governance, which is stipulated 
by the Treaty on the Functioning of the European Union and in the Statue of the European System of the Central 
Banks: independence and responsibility combined with the enforcement of a monetary policy directed towards 
stability. The concerns regarding the activity of a central bank initially aimed (particularly in the 1980 and 1990 
years) the problem of the central bank independence; after the 2000 years, particularly after 2007, due to the 
consequences of the global financial crisis, the focus was on the governance of this institution in terms of the 
analytical framework, on the level of autonomy, on the functions which it fulfils, on the manner of leadership and on 
organisational management, as well as on the credibility of the monetary policy. 
Starting from the determination of the landmarks concerning the concept of central bank governance and its 
attributions, the paper continues with a comparative analysis of the monetary institutions candidate to the 
Eurosystem, i.e. the national central banks of the countries that will adopt the Euro currency, on the basis of a set of 
selected criteria, with the purpose of evaluating the level of nearness or resemblance between them. The central 
banks analysed by this paper are the National Bank of Romania (NBR), the Czech National Bank, the National Bank 
of Poland (NBP), National Bank of Hungary (MNB), the Bank of Lithuania (LTB) (Lithuania is to join the Euro 
Area on January 1st, 2015) and the Bulgarian National Bank (BNB). This analysis also takes into consideration the 
European Central Bank (ECB) as reference for the attributes of the central bank governance. The selection of ECB 
as reference for the comparative analysis can be contested, since the status of central bank of ECB has not always 
been acknowledged. Thus, Steiger (2004), considers that ECB is not a genuine central bank, rather a “replacer”, 
lacking the specific functions of such bank, such as that of currency issuing. This remark is determined by its 
“transnational” character. However, in our analysis, we start from the hypothesis that ECB is the central bank of the 
Euro Area, taking into consideration Mishkin’s observation (2013), that there is a correspondence of the 
organisation and leadership structure of the Eurosystem with that of the US Federal Reserves (Fed). Thus, the three 
entities which compose the monetary authority from Euro Area also exist at the Fed level: ECBGoverning Council 
is the correspondent of the Federal Open Market Committee, the national central banks from the Euro Area are 
similar to the banks of the Federal Reserves, while the ECB’s Executive Board corresponds to the Fed Board of 
Governors. The ECB Council of Governors is responsible with the development of the monetary policy for the 
Euro Area and it takes decisions on the use of the monetary instruments, on the change of the conditions, criteria and 
procedures of execution for the monetary policy operations of the Eurosystem. 
2. Issues regarding the governance of a central bank 
Although there is no common agreement on an exact definition of the notion of governance, there is a continuous 
concern to identify the essential elements which to ensure the proper governance of an institution. Within this 
context is the concern for the governance of a central bank, which should be, according to many authors, such as 
Mendzela (2009) or Ahsan, Skully and Wickramanayake (2006), close to the corporate governance. 
The concept of governance describes the complex relationship between the state and the society from the 
economic, legal, institutional and operational points of view (Lindler and Mihailovici, 2013), and a good governance 
presumes the existence of an adequate infrastructure, of rules and norms and of specific instruments, all able to meet 
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three conditions Amtenbrik, 2005): independence, transparency and democratic responsibility for the 
accomplishment of the undertaken objectives. 
Based on the ideas of Zingales (1997), who defined the corporate governance on the basis of the three functions: 
authority, direction and control, we may consider the operation of the central bank as the operation of a corporatist 
institution, because the central bank governance presumes the existence of such functions: function of authority 
regarding the enforcement of the specific policies, function of directing activities towards the accomplishment of its 
objectives and the function of control of its instruments and techniques for the accomplishment of its goals.  
According to Mendzela (2009), central bank governance involves two separate role of the leadership of this 
institution: a political role and an institutional role, because the activity of a central bank doesn’t mean merely the 
performance of specific functions (of monetary policy, surveillance of the financial system, etc.), the so-called 
political governance, but also the performance of complementary institutional functions: organisation and 
administration of its resources, communication and internal monitoring of the management activity, the so-called 
institutional governance.  
Our paper will only approach the political governance of the central bank, which will be analysed on the basis of 
key-elements which describe the pattern of such governance, monitoring the trend of operational nearing of the 
central banks candidate to the Eurosystem. Besides several elements selected among those which define the political 
governance (monetary policy, exchange rate policy, financial stability) we will also take into consideration the two 
attributes which define good governance: independence and institutional transparency. They are evaluated on the 
basis of indices constructed by and used in the literature. 
Transparency shows the way in which the central bank informs the market, and the public in general, about its 
strategy and intentions, about the instruments which it uses in the accomplishment of its objectives. Transparency is 
thought to allow the markets to adapt easier to the decisions regarding the central bank policy, thus avoiding the 
“surprises” in terms of bank behaviour and monetary policy, which might increase the volatility of assets prices.  
Theoretically, central bank transparency increases the responsibility of the institution towards the market and 
towards the economic agents, under the conditions in which the independence of the central bank is higher. A more 
independent central bank is free to choose the instruments and to enforce the measures which it sees fit for the 
accomplishment of its goal. According to Geraats (2001, 2005), this characteristic requires a higher transparency so 
that the market can evaluate whether the actions of the monetary authority are in agreement with its mandate. 
Transparency presumes, on the one hand, the capacity of the central bank to transmit information, as complete as 
possible, so that the public understands the behaviour of the bank and its monetary policy decisions (this aspect can 
be only evaluated on the basis of the indices of transparency mentioned by the literature – forecasts, models, 
explanations about past decisions or about decision to be taken). This communication must be efficient (Winkler, 
2002), meaning that the communicated information must help the economic agents predict the subsequent reactions 
of the central bank (Gerlach-Kristen, 2004 and Swanson, 2004). 
On the other hand, too much transparency of the central bank policy may confuse the investors (if, for instance, 
contradictory discussions within the board of administration are made public), and increase the volatility of assets 
prices. Mishkin (2004) also noticed that too detailed and too specialised information might be wrongly interpreted 
by the public. For instance, the correction of the prognosis might be wrongly interpreted as a contestation of the 
previous commitments of the central bank. 
Central bank independence is an institutional trait aiming to ensure the efficient implementation of the monetary 
policy. It represents the freedom of the institution to use its instruments in order to accomplish the set objectives. A 
higher independence of the central bank is necessary for the efficiency of the monetary policy. 
The literature approaches the independency of the central bank from the theoretical, practical and institutional 
points of view: 
 The first category of works approach the motivation for the independence of a central bank, relying on 
observations about the temporal inconsistency between the objectives of the economic policy, which connect the 
economic cycles with the political and election cycles (Barro and Gordon, 1983; Alesina, 1989; Cukierman, 1992). 
From this perspective, the general arguments regarding the independence from the election and political cycles refer, 
on the one hand, to the fact that, generally, the politicians are not professionals I the field of the monetary policy 
and, on the other hand, to the conflict between the short-term objectives of the candidates to political elections 
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(expansive monetary policy, due to the short-term advantages of such action) and the medium-term objective of the 
central bank (price stability). The behaviour of an independent central bank focuses rather on the medium or long-
term stability than on short-term monetary performances. 
 Practically, there are many papers on the relation between the independence of the central bank and the 
evolution of some macroeconomic indicators, such inflation, GDP growth or the balance of the consolidated general 
budget (Alesina and Summers, 1993; Cukierman, 1992; De Long and Summers, 1993). Many papers from the 
second category highlight the economic benefits of the central bank independence on inflation and on the economic 
growth (Berger, De Haan and Eijffinger, 2000). 
 Institutionally, the independence of the central bank presumes the identification of those features which define 
this thing, starting from the study of the main traits of the most independent central banks, taking into consideration 
the relation between the central bank and the government in defining the monetary policy. Such research direction 
was approached in the early 198 years and continued in the 1990 years by Swinburne and Castello-Branco (1991), 
Cukierman (1992). It contributed to the identification of the elements that help constructing indices of classification 
which allow evaluating the independence of a central bank (Fernando de Lis, 1996). 
3. Comparison of the governance of the central banks candidate to the Eurosystem 
The progress of the process of economic and monetary integration in Europe promoted the consolidation of the 
central bank independence, particularly since one of the legal requirements for the accession of EU member states to 
the Euro Area is the adaptation of the institutional structure of the national central banks so that they can be inserted 
within the Eurosystem. It is actually understood as the capacity of this institution to use its own instruments of 
monetary control, without involving other national or foreign authorities, by imposing specific conditions. From this 
perspective, ECB independence and the independence of the national central banks stipulated in SEBC and ECB 
statute, refer to the fact that they “cannot ask or accept instructions from the institutions, organs, offices and 
agencies of the Union, from the governments of the member states or from any other organism (according to art. 7, 
SEBC Statute). The national banks of the countries candidate to the EU had been submitted to reform processes by 
the adoption of new laws in the direction of a higher independence from the budgetary financing, which was one of 
the major conditions of accession to EU structures. 
3.1. Attributes of the central banks governance 
Dincer and Eichengreen (2014) show that there is a close connection between the independence and transparency 
of a central bank, both traits evolving towards the same direction of growth and both influence the implementation 
of the central bank policy. While the independence offers more liberty of action to the central bank, protecting it 
from political pressure, the transparency provides it the possibility of communicating its intentions and actions, 
being one way in which it shows responsibility in front of the public. The two authors developed a list of criteria 
which define the two attributes of a central bank, synthesizing the data in the form of indicators: an indicator for 
transparency (which may take values from 0 to 15) and two indicators of independence (a weighted one, and a non-
weighted one, with values from 0 to 1). 
In constructing the indicator on the transparency of the central bank, Dincer and Eichengreen (2014) considered 
five dimensions of this attribute: 
 Political transparency, given by the openness of the institution about its goals (made them explicit); 
 Economic transparency, by showing the economic information used to develop the monetary policy; 
 Procedural transparency, given by the way in which decisions are made; 
 Transparency of the formulation and implementation of policies, given by the promptitude of showing the 
decisions, of explaining these decisions and of showing the future direction of action of the central bank; 
 Operational transparency, given by the way in which the policy of the central bank is implemented; this 
includes showing the control of errors related to the (un)accomplishment of the operational targets and to the 
unpredicted macroeconomic shocks which disturb the mechanism of monetary policy transmission. 
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The independence of the central bank is also evaluated by the two authors on the basis of four elements: 
 Independence from political pressure; 
 Independence in formulating the monetary policy decisions; 
 Independence in setting the goal regarding price stability; 
 Independence from the government, by limiting its capacity to ask monetary financing. 
On the basis of the results obtained by the two authors regarding the indices of transparency and independence of 
the central banks, in 2010, shown in Table 1, we may notice that the selected central bank differ significantly among 
them for both attributes. In the Euro Area, the values for the two attributes are rather high, which shows the concern 
of ECB for a high transparency and independence. 
Table 1.The level of independence and transparency of the some European central banks (2010) 
No. Country Transparency Index Independency Indices 
CBIU1 CBIW2 
1. Bulgaria 5,5 0,60 0,58 
2. Czech Republic 12 0,66 0,64 
3. Lithuania 6 0,81 0,79 
4. Poland 9 0,32 0,37 
5. Romania 7,5 0,81 0,79 
6. Hungary 13,5 0,78 0,77 
7. Euro Area 11 0,84 0,81 
Data Source: Dincer and Eichengreen (2014) 
Note: 1CBIU -Central Bank Independence Unweighted; 2CBIW -Central Bank Independence Weighted. 
Figure 1 shows the state of “convergence” regarding the indicators of transparency and independence, measured 
as difference between the value calculated for the central bank candidate to the Euro Area, and the reference value, 
ECB. One may notice that the Czech National Bank has the highest level of convergence with ECB in term of 
transparency (positive difference of 1). In absolute values, following are the National Bank of Poland (negative 
difference of 2 units), Hungary (positive difference of 2.5 units) and Romania. The largest differences were noticed 
for the central banks from Lithuania and Bulgaria. The explanation of such situation confirms that STI presumes a 
higher level of transparency, while the countries targeting the exchange rate (such as Bulgaria and Lithuania) 
decided for a laxer strategy from this point of view; however, there is a risk that the publication of particular 
information about the currency reserve of the central bank generates speculative attacks, when the data describe 
some kind of vulnerability (such as their decrease in time) of them. Transparency is not an obvious indicator of the 
institutional convergence in the monetary field, because there are countries which already joined the Euro Area 
(Latvia, Estonia, Malta, Slovenia or Slovakia) which had, before accession, transparency indices below that of the 
Euro Area (for instance, Slovenia, which accessed the Euro Area in 2007, had a transparency index of 7.5 in 2006, 
3.5 points below the Euro Area). 
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Fig. 1:The level of “convergence” of the central banks candidate to the Eurosystem with the ECB, in terms of transparency and independence 
Source: based on the data from Table 1 
Regarding the level of convergence with ECB in terms of independence (for both categories of indices), one may 
notice that NBR and the Bank of Lithuania have the best positions, while the National Bank of Poland has the 
largest (negative) difference. Such results show that there is no link between the level of independence and the 
adopted strategy of monetary policy, rather a more flexible interpretation of the independence of the central banks 
from these countries, which takes into consideration the domestic political organisation. 
3.2. Issues regarding the political governance of the central banks 
The political governance of the central banks is evaluated by monitoring three elements: the basic objective of the 
monetary policy, the exchange rate policy and the level of involvement in the policy regarding the financial stability. 
Based on the provisions from the Statute of analysed central banks, price stability is the basic objective of their 
monetary policy, which fits ECB line. We may say that there is an automatic convergence of the governance as 
concerns the monetary policy objective. On the other hand, National Bank of Bulgaria and Bank of Lithuania also 
target price stability as basic objective, but by their strategy which targets the exchange rate, they stray away from 
the objective assumed byECB (annual growth of 2% on the medium-term, regarding HICP). On the other hand, the 
countries which target inflation have a strategy which is closer to that of the ECB, particularly since all four central 
banks have inflation targets around the value of 2%. Thus, CNB has a medium-term inflation target of 2% ±1pp (as 
of January 2010), MNB set in 2007 a medium-term inflation target of 3% per year, NBR set, as of 2013, a 
multiannual target of 2.5% ±1pp, while PNB had set in January a medium-term inflation target of 2.5% ±1pp. From 
this point of view, the central banks can be differentiated depending on their strategy of monetary policy: National 
Bank of Bulgaria and National Bank of Lithuania are less convergent with ECB, while the countries with inflation 
targeting strategy, with medium-term targets close to the value of 2%, as stipulated by ECB statute, are convergent 
with ECB. 
The exchange rate policy of the countries candidate to the Euro Area depends on the monetary policy strategy 
adopted by the bank. ECB has a flexible exchange rate in relation with other currencies, which is what also 
stipulates the policy of the other central banks that target inflation. Hence, the central banks having such strategy are 
convergent with ECB, while the central banks targeting the exchange rate or which are “compelled” by their 
participation in ERM II have an exchange rate policy, which moves them away from ECB policy. On the other hand, 
the economies of these countries (Bulgaria and Lithuania) are more integrated in the economy of the Euro Area. 
ECB, the institution responsible with the monetary policy of the Euro Area, also targets the financial stability, 
ECB responsibilities in this field being stipulated both in the Treaty on the Functioning of the European Union 
(articles 127 and 128), and in the Statute of the European System of Central Banks. 
For the analysis of the convergence with ECB of the national banks candidate to the Eurosystem in terms of the 
policy of financial stability, we take into consideration a group of 10 criteria described by Smaga (2013), which are 
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used to evaluate the level of involvement of a central bank in such policy. We start from the premises that the higher 
is the involvement of a national bank (score obtained by adding the scores for all 10 criteria), the more is that 
particular bank converging with ECB policy on the financial stability. 
Table 2 Thelevel of involvement of the central bank in the policy on financial stability (after Smaga, 2013)  
No.  Criteria for financial stability Central Banks 
BNB CNB LTB MNB NBP NBR 
1. Existence of a legal basis for the financial stability (general objective 
stipulated by the statute) 
1 1 1 1 1 1 
2. Existence of own definition of the financial stability 0 1 1 1 1 1 
3. Use of a set of indicators of financial stability 0 1 1 0 0 0 
4. Publishes own indicator of financial stability 0 1 0 0 0 0 
5. Conducts stress tests 0 1 1 1 1 1 
6. Publishes reports on financial stability 0 1 1 1 1 1 
7. Contributes to the functioning of the system of payments within the 
economy 
1 1 1 1 1 1 
8. Plays a role in microprudential supervision 1 1 1 0 0 1 
9. Plays a role in macroprudential surveillance 1 1 1 1 0 1 
10. Has a distinct department which analyses the financial stability 1 1 1 1 1 1 
Total score 5 10 9 7 6 8 
According to the table data, the national central banks with the highest level of involvement in terms of financial 
stability are Czech National Bank, Bank of Lithuania and National Bank of Romania, thus having the highest level 
of convergence with ECB. On the other hand, National Bank of Bulgaria and National Bank of Poland have the 
fewest attributions in this direction. 
The highly different results between countries regarding the concern of the central banks for the financial 
stability show the existence of a higher national flexibility of this policy, depending on the internal conditions, on 
the experience of the relevant authorities and on the level of professional training, which is tightly linked to the 
quality of the financial-monetary research. For instance, the Czech National Bank, with a highly intensive and 
quality research activity, evaluates the stability of the banking sector using its own indicator. Hence, one of the 
challenges confronting the national banks candidate to the Eurosystem is the way in which they can improve their 
analysis of stability of the financial system and of the system’scomponents. The intensification of the research 
activity in the financial-monetary field should thus be a priority for the monetary authority, being a fundament for 
the construction of, as relevant as possible, indicators for the evaluation of the risks to the stability of the financial 
system. 
4. Conclusions 
From the experience of the European countries, the economic integration presumes the accomplishment of a 
convergence process of a particular set of indicators, according to economic criteria of convergence, both nominal 
and real (although the latter is not as clear – there is no unanimously accepted list of indicators which to define the 
real economic convergence). The national banks must meet several criteria before their integration within the 
Eurosystem - juridical criteria (the so-called “juridical convergence”), more general and more descriptive, regarding 
the political independence, monetary financing, etc., aiming towards the compatibility of the National banks statute 
with the Statute of the European System of Central Banks and with the Treaty on the Functioning of the European 
Union. According to the existing rules, the national central banks of the countries which adopt the Euro are 
automatically integrated within the Eurosystem, this process being conditioned by the criteria of nominal 
convergence and by the juridical convergence. 
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The paper tried to present the measure in which the national banks of the countries candidate to the Eurosystem 
have characteristics which make them get closer or farther, taking into consideration the level of independence, of 
transparency and their governance in relation with the functions pertaining to the monetary policy, exchange rate 
policy and financial stability policy. 
The results document the differences existing between the countries in terms of independence and transparency 
of the national central banks candidate to the Eurosystem. The differences regarding their independence must be 
interpreted rather as a higher national flexibility of this attribute, while the differences of transparency also result 
from the type of monetary policy strategy; the countries which have the inflation targeting strategy have higher 
levels of convergence, the most convergent countries being Czech Republic and Hungary. 
One of the increasingly important activities of a central bank concerns the stability of the financial system, the 
involvement of the surveyed central banks in this field also being different. This shows the high flexibility of the 
national financial stability policies, given by the various internal conditions, by the experience of the relevant 
authorities and by the level of professional training, which is closely linked to the quality of the financial and 
monetary research. From this perspective, a challenge for the central banks candidate to the Eurosystem, maybe 
even more important than the preparation for the Euro adoption, is the way in which they can improve their activity 
of surveillance of the financial system, giving more importance to the research in the financial and monetary field; 
thus, they can construct indicators, as relevant as possible, which to evaluate the risks to the stability of the financial 
system and of its composing segments.  
Attempting a classification of the analysed central banks function of the five elements (independence, 
transparency, framework of the monetary policy, exchange rate policy and policy regarding the financial stability), 
we may notice that the most convergent with ECB is the National Czech Bank, pursued by the National Bank of 
Hungary, the National Bank of Romania and the National Bank of Poland. 
From the European integration experience, the economic convergence doesn’t guarantee the success of the 
economic integration of the country candidate to the Euro Area and, thus, not even a possible institutional 
convergence would “guide” that particular economy towards integration, as favourable as it may be. Nevertheless, 
these criteria might be an important reference point for comparative analyses between the candidate countries 
concerning their preparation for the Euro adoption. 
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